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The Journal of Accountancy
Official Organ of the American Institute of Accountants
a. p.

Richardson, Editor

EDITORIAL
In this issue of The Journal of Ac
appears the first instalment
of a sketch of the early days of account
ancy in America written by one of the pioneers of the profession
in this country. Mr. Anyon is in a position to remember some
of the events and developments in those formative years from the
early eighties to the enactment of C. P. A. legislation in New York,
and in response to numerous requests he has written a brief series
of recollections which will be read with much interest by everyone
who has to do with American accountancy. His reminiscences
are written in a pleasant, personal strain which is most appealing,
and The Journal of Accountancy is singularly fortunate in
being able to present for the information and gratification of its
readers this valuable synopsis of accountancy’s early history here.

Early Days of
Accountancy

countancy

One of the recent and most effective
developments in the regional meetings
conducted by members of the American
Institute of Accountants in various parts of the country is the
adoption of a plan whereby one general subject is selected as the
topic for the papers read and the discussions which follow. The
first step in this direction was taken at the meeting held at Pitts
burgh, May 17, 1924. The pronounced success of that meeting
led to a similar plan for the meeting held at Toledo, Ohio, Decem
ber 6th. On this latter occasion the general subject was account
ants’ reports and there were several papers dealing with different
phases of the question. Most of these papers will appear in subse
quent issues of The Journal of Accountancy. The benefits of
the plan are obvious to all who attend the regional meetings.
The attention of the accountants present is concentrated through
out the day on one broad question and the reading of successive
papers leads to gradual development and expansion of the central
idea. For example, at Toledo there were papers dealing with the
preparation of reports, the content of reports and the style of
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Systematic
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composition. These papers were followed by a summary of the
discussions of the day which caught up the loose ends and tied
them together.
Ernest Reckitt of Chicago talked about
Words of Saxon
the
words which one should write so as
Origin
to make plain the thoughts of one’s
mind. He urged that words coming from the Saxon should
always be chosen before words from other sources, and to show the
might of his plea drew from many writers lines of great worth and
strength. Some of these were taken from Shakespeare and some
from the King James Bible. It is an old and well-known rule
that the shorter the word and the plainer its meaning the better.
It is not always easy to follow this rule but it can be done with a
little thought.
One thing is quite certain. If it be not
Simplicity Much
convenient
or expedient to follow rigidly
Desired
the rule for Saxon English there is room
for much improvement in the form and content of accountants’
reports. The trouble seems to lie in the mind of the writer of the
report who fails to understand that while he himself is fully
aware of what he is trying to say the reader can not be expected
to be equally acquainted with the facts and approaches the matter
from a different angle. If all reports were written from the point
of view of the potential reader, and if an extraordinary fondness
for long words and long sentences could be avoided, the criticisms
which were expressed at Toledo and have been expressed on
many other occasions would be unwarranted. If ever there was
a document in which there should be absolute clarity of diction
the accountant’s report is that document. It is intended for
many kinds of readers in many parts of the world and there is no
excuse whatever for ambiguous phraseology or attempts at im
pressive evidences of erudition.
A reader commenting upon an editorial
which appeared in the December issue
of The Journal dealing with the use of
the designation “certified public accountants” by a concern in
which there was only one proprietor draws attention to what he
believes to be another undesirable use of words. He says:

“Certified
Audits”

“What I think is more irregular is the plan extensively used in some
parts of the country by uncertified firms of advertising ‘certified audits’.
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One such firm which I have in mind has employed a certified public ac
countant who is required to countersign the firm’s reports when absolutely
necessary. The partners in this firm have failed in the state examinations
and their certified public accountant employee received his certificate in a
state which does not march in the front rank. The chief objection I
have is that by the use of the term ‘certified audits’ the firm creates a
popular impression that it is of certified standing. The firm may get
away with it to such an extent that clients may challenge me on the
point when cut rates are quoted by the firm in question.”

There is a great deal of force in the argument adduced by our
correspondent. The use of the expression “certified audits”
may be quite within the law in most states or even in all of them,
but whether intentionally or otherwise the effect of such a phrase
is apt to be misleading to the general public. The words “certi
fied public accountant” have come to be recognized throughout
the country as the standard designation of a qualified practitioner.
The public does not carefully differentiate between audits and
accounts, as words, and when the key-word “certified” appears
followed by any word having to do with accounting the public
may be pardoned if it confuses matters. There are many uncer
tified accountants in the United States who are conducting ex
cellent practices. Several of them are members of the American
Institute of Accountants. Under the laws of nearly all the states
there is nothing to prevent any man from holding himself out to
the public as a professional accountant; but we believe that the
interests of all accountants are poorly served by the use of desig
nations which must confuse everyone not closely acquainted with
public accounting.

And, after all, what does “certified
audit” mean? It apparently means
the report of an audit which has been
conducted and the accuracy of which is affirmed by the auditor.
The mere fact that a certificate is appended to a financial state
ment does not indicate that the statement has any more value
than if the certificate were not appended unless the writer of the
certificate be a person of standing and high qualification. The
thing which gives value and significance to a certificate is knowl
edge of the reputation of the one who certifies. Speaking gener
ally the certified public accountant may be regarded as a person
whose certificate carries value. It does not appear that account
ants using the expression “certified audits” are intentionally
guilty of any infringement of good practice. We are willing to
admit that all of them are as innocent as the proverbial lamb, but
39
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that does not alter the fact that with the best intentions in the
world they may be perpetrating an act which is inimical to the
best interests of accountancy. Having educated the public to
the meaning which should be involved in the use of the word
“certified” it should be the wish of every accountant to avoid
confusion. This matter has merely to be brought to the atten
tion of those who advertise “certified audits” to induce them to
adopt other phraseology. There can be no doubt about that.
When the New York stock exchange let
it be known that members would be
expected to have their accounts audited
and reports submitted to the exchange, the announcement was
hailed with delight by the business public, particularly that part
of it which has interest in either investment or speculation. The
president of the American Institute of Accountants wrote to the
president of the stock exchange offering such assistance as the
Institute could render, and it was generally felt that we were on
the threshold of a great reform. There was comment in the
editorial section of this magazine upon the altogether commend
able action of the stock exchange, and it was hoped that we were
approaching the time when the public would be in a position to
form its own conclusions as to the standing of all stock-exchange
houses. Had this promise been fulfilled, it should have been
only a short step to the adoption of similar regulations by other
exchanges throughout the country. But a great disappointment
has been experienced. The president of the stock exchange, writ
ing to the president of the Institute, and writing also to the presi
dent of the New York State Society of Certified Public Account
ants, who had offered the assistance of that society, explains that
an audit by independent accountants is not required, “it being
optional with the member or firm as to whether or not outside
accountants are employed, the only point being that such audits
as are made must be satisfactory to the committee on business
conduct.”
The resolutions which were adopted
The Exchange’s
October 22nd by the governing com
Resolutions
mittee of the stock exchange read as
follows:
Stock-Exchange
Audits

"Resolved, That members of the exchange and firms registered thereon
carrying margin accounts for customers shall, as of the date of their
answer to each questionnaire, cause to be made a complete audit of their
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accounts and assets, including securities held for safekeeping, in accord
ance with such regulations as shall be prescribed by the committee on
business conduct, and shall file with said committee a statement to the
effect that such audit has been made and whether it is in accord with the
answers to the questionnaire. Such statement shall, in the case of each
member of the exchange not a member of a registered firm, be signed by
such member of the exchange, and in the case of each registered firm shall
be signed by each member of such firm unless, for good cause shown, the
signature of one or more members is waived by the committee on business
conduct. Such statement shall in all cases be attested by the auditors,
and the original report of the audit, signed by the auditors, shall be re
tained as part of the books and records of the member or firm.”
“Resolved, That each member of the exchange and firm registered
thereon, not carrying margin accounts for customers, shall, at least once
a year and whenever called upon so to do by the committee on business
conduct, report to said committee whether such member or firm holds
securities for safekeeping. Each of such members or firms holding securi
ties for safekeeping shall, at least once in each year, file with the com
mittee on business conduct a statement that all securities held for safe
keeping have been checked and found to be intact, which statement shall
also show in what manner the verification of the securities has been made
and the date thereof.”

It is, of course, too early to form any
conclusion as to the effect of the rule
under its present interpretation. No
doubt many stock-exchange houses will recognize the danger
which must always be considered when investigations are con
ducted by employees. Accountants regard it as fundamental
that no man shall be called upon to pass judgment upon his own
work or upon the work of his fellow laborers. It is also funda
mental that no person on the payroll of a firm should be expected
to express an absolutely impartial opinion of the firm’s operations.
In nine cases out of ten an employee is probably entirely honest—
but there is always the tenth case. Furthermore, it must be
remembered that on fine points of principle or policy the salaried
employee may be logically expected to give some consideration
at least to the source of his livelihood. The failure of the stock
exchange to interpret its own rule in a modern spirit is disappoint
ing, but in time there will probably be sufficient protest against
dependence upon auto-investigation to lead to the engagement of
professional and impartial investigators.

An Unexpected
Interpretation

Some of our readers may be old enough
to remember the days when there were
accountants who advertised their pro
fessional qualifications. There were difficulties in those remote
ages when the Institute began to formulate and to enforce rules
of conduct. It seemed an endless up-hill task to induce the
41
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practitioner to refrain from telling the world about himself; but,
of course, all this is past and over and we can look with an air of
benevolence and condescension upon the difficulties of less en
lightened countries. As all our readers may not see The Incor
porated Accountants’ Journal, published in London, we take the
liberty of quoting from the correspondence columns of that paper
the following exposition of ethical difficulties in the Indian
empire:
“May I shed a little ray of brightness upon one page of the next issue
of the Journal by supplying you with a few extracts from a statement which
has come into my possession recently, wherein is printed a series of testi
monials and references in support of the claims of an Indian gentleman,
this statement being apparently freely circulated as an inducement to
auditing business. I will call the gentleman ‘Ramjam Puttee.’ His
friends and supporters rally round him in the following strains:
“‘Ramjam Puttee on our request compiled our accounts and made
valuable suggestions and improvements in our old accounting system
and organised it to the best of our taste. Our auditors remarked for
him to be the best compiler of accounts. ... I wish him all success in
his noble achievement.’
“The chairman of a cotton company ventures as far as this: ‘I have
had no complaint regarding his work. ’
“A gentleman described as a ‘Merchant Prince of-- , the proprietor
of a well known estate,’ commends Mr. Ramjam Puttee to a bank agent
in this wise: ‘He is related to me and comes of a respectable family.’
“Another gentleman who seems to be possessed of many virtues and
not a few positions of importance in commerce adds his contribution thus:
‘I am in receipt of your able letter . . . your work is excellent and I
appreciate it, with love.’
“Finally, the managing director of a native bank prophesies in an ex
celsior strain by writing: ‘ I am in receipt of your able and excellent letter
and am glad to find you have your noble aspirations and ambitions and
hope you are a promising young man and will surely rise very soon.’
“So may we all, I hope, share in this view.
“At the end of the document, however, appears this footnote:
“‘N. B. Many more references from England are not included,
some having not been received and some for want of space. Eminent
personages can further be referred if need be.’
“I need not say that difficulties in a strange language, whilst amusing,
can and should always be regarded in a genial and kindly spirit. I should
not wish to be lacking in good taste by making too much of the queer
English we see in these quotations. My object is mainly to indicate the
sweet uses which can be made of advertisement in an undisciplined
profession.”

At the annual meetings of the Chamber
of Commerce of the United States of
America held in 1921 and 1923 resolu
tions calling for the creation of a board of tax appeals were
unanimously adopted and, as is well known, the board was
created by the revenue law of 1924 and has begun to function.
The board has uttered its rules of practice and has expressed its
opinion as to the scope of its jurisdiction. In one of its earlier
42
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opinions the board announced a decision to the effect that its
operations could not be extended to include appeals from cases
arising under laws enacted prior to the enactment of the law
creating the board. At the mid-year meeting of the northern
central division of the Chamber of Commerce of the United States
of America, Edward E. Gore, a former president of the American
Institute of Accountants, was appointed chairman of the com
mittee on resolutions. The meeting unanimously adopted a
resolution to the effect that at the current session of congress
representations should be made to the proper congressional com
mittees urging that the revenue act of 1924 be amended to extend
the jurisdiction of the board to all issues arising through the
administration of all revenue laws heretofore in effect and in all
cases where the statute of limitations has not run. It was further
recommended that in all cases coming before the board of tax
appeals the burden of proof should rest upon the commissioner of
internal revenue and not upon the taxpayer.

The board of tax appeals has now issued
The Board’s Increased
its decision in the appeal of the Oester
Jurisdiction
lein Machine Company, in which the
board assumes jurisdiction to hear and determine appeals from
determinations of deficiencies arising under provisions of sections
327 and 328 of the revenue acts of 1918 and 1921. Taxpayers
generally will regard with gratification this extension of the
jurisdiction of the board and it is hoped that the intent of the
resolution adopted by the Chamber of Commerce may be fulfilled
and that all appeals under tax laws may come properly before the
board of tax appeals. In the Oesterlein Machine Company’s
case the following comment was filed by the commissioner of
internal revenue in regard to the application of the taxpayer:
“Now comes the commissioner of internal revenue by his attorney,
Nelson T. Hartson, solicitor of internal revenue, and moves to strike the
application for order to take depositions filed by the taxpayer herein, and
for grounds of his motion says:
“(1) The evidence of the witness, whose deposition it is proposed to
take, is not and can not be made admissible, relevant or competent for
the purpose of proving the fact in issue; if, in fact, the board has jurisdic
tion to entertain an appeal and review the action of the commissioner in
fixing a rate in compliance with the law in special assessment cases.
“ (2) The United States board of tax appeals has no jurisdiction to
review the action of the commissioner of internal revenue in granting or
refusing to grant special assessment under the provisions of sections 327
and 328 of the revenue acts of 1918 and 1921 and, therefore, the testimony
of the witness, if taken, could serve no purpose.
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“ (3) By section 328 of the revenue acts of 1918 and 1921, congress has
delegated to the commissioner of internal revenue, subject to the restric
tions and limitations contained in said section of the respective acts,
authority to fix rates in making special assessments, and his action in the
exercise of such authority can be reviewed or recalled only by the legislative
body which gave such authority in the first instance.
“ (4) In granting the authority to the commissioner of internal revenue
to fix rates for taxing income in special assessment cases as provided in
section 328 (a) (b), congress in subsection (c) requires the commissioner
to keep a record of all such cases, which records congress has retained the
right to review; and this board can not draw unto itself such legislative
function, which is retained by congress, to review the action of the com
missioner in special assessment cases.
“(5) The rule of evidence as prescribed by congress in section 328
for determining facts upon which the rates for special assessments are to
be fixed, does not embrace the testimony of witnesses.
“ Wherefore it is prayed that said application be denied.”

After a long and interesting opinion in
which the language and intent of the
law are analyzed the board’s decision
concludes “that congress intended and clearly indicated that the
general secrecy provisions of the law should not have the effect of
ousting jurisdiction of appeals specifically granted by it to the
board. It is apparent that congress intended to confer on the
board the power necessary to effectuate the purposes for which it
was created. Indeed, it is fundamental that every court or tri
bunal has inherent power to do all things that are reasonably
necessary to the administration of justice within the scope of its
jurisdiction. . . . We are of opinion that jurisdiction is conferred
on this board to hear and determine appeals arising out of the
special assessment provisions heretofore referred to, and that in
granting such jurisdiction the provisions of the revenue act of
1924 are clear and unambiguous and not susceptible to the re
strictions, limitations and exceptions contended for by govern
ment counsel.” Finally, the board says:
The Board’s
Opinion

“We are of opinion that the language employed in the revenue act of
1924 confers on this board jurisdiction of appeals involving deficiencies
arising out of the application by the commissioner of the provisions of
sections 327 and 328 of the revenue acts of 1918 and 1921, as well as
deficiencies arising out of a failure by the commissioner to apply those
provisions in proper cases. The motion of the solicitor on behalf of the
commissioner is denied.”

This decision of the board of tax appeals appears to indicate the
disposition of the board to go beyond the narrow bounds which
at first it was feared might be set as the limits of its
jurisdiction.
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